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State Plan Under TitleXIX of the Social Security Act 

Medical Assistance Program 

State:NORTHCAROLINA 


payments for Medical and Remedial Care and Services: Inpatient Hospital 


(e) Hospitals licensed by the Stateof North Carolina and reimbursed under theDRG 
methodology for more than50 percent of their Medicaid inpatient discharges for the fiscal years 
ending September 30, 2000 and thereafter shallbe entitled to a lump sum payment for the period 
from September 18,2000 through September30,2000, and lump sum payments for subsequent 
fiscal years calculated and paid no less frequently than annually and no more frequently than 
quarterly in amounts or percentages determined by the Director of Medical Assistance, for periods 
preceding or followingthe payment date subjectto the following provisions: 

(1) To ensure that the payments authorized by this Paragraph do not exceed the 
applicable upper limits, such payments (when added to Medicaid payments received 
or to be received for these services) shall not exceed forthe twelve month period 
ending September 30of the year for which payments are made the applicable 
percentage of: 

(i) the reasonable costof inpatient hospital Medicaid services, plus 

(ii)-the reasonable direct and indirect costs attributable to inpatient Medicaid 
services of operating Medicare approved graduate medical education 
programs. 

A. The phrase “applicable percentage’’ refersto the upper payment limit as a 
percentage of reasonable costs established by 42C.F.R. 447.272 for different 
categories of hospitals. 

6.Reasonable costs shall be ascertainedin accordance with the provisionsof the 
Medicare Provider Reimbursement Manualas defined on page 9 Subparagraph (b) 
of this state plan. 

C. The phrase “Medicaid payments received or to be received for these services” shall 
exclude all Medicaid disproportionate share hospital payments received or to be 
received. 

MAY 2 4 2001
TN. NO.00-13 Approval Eff.Date 9/18/00 
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(2) 	 Qualified public hospitals shall receive payments under this Paragraphin amounts 
(including the expenditures described in SubparagraphA (iii) below) not to exceed the 
applicable percentageof each hospital’s Medicaid costs for the twelve month period 
ending September30 of the fiscal year for which such payments are made, less any 
Medicaid payments received or to be received for these services. 

A. A qualified public hospitalis a hospital that meets the other requirementsof this 
Paragraph and: 

(i) 	 was owned or operated by a State (or byan instrumentality or a unitof 
government within a State) during the period for which payments are made; 
and 

(ii) verified its status as a public hospital by certifying State, local, hospital district 
or authority government control on the most recent versionof Form HCFA­
151 4filed with the Health Care Financing Administration,U. S. Department of 

- Health and Human Services at least 30 days priorto the dateof any such 
payment that remains validas of the date of any such payment; and 

(iii) files with the Division on or before 10 working days prior to theof any 
such payment by use of a form prescribed by the Division certificationof 
expenditures eligible for FFP as describedin 42 C.F.R. 433.51 (b). This 
provision shall not apply to qualified public hospitals that are also designated 
by North Carolinaas Critical Access Hospitals pursuant to 42 USC13951-4. 

(3) Hospitals licensed by the State of North Carolina and reimbursed under theDRG 
methodology for more than50 percent of their Medicaid inpatient discharges for the 
fiscal years ending September30,2000 and thereafter that are not qualified public 
hospitals as definedin this Paragraph shall be entitledto lump sum paymentsin 
amounts that do not exceed the applicable percentageof each hospital’s Medicaid 
costs (calculatedin accordance with Subparagraph(1)) for the twelve month period 
ending September30 of the fiscal year for which such payments are made less any 
Medicaid payments received to be received for these services. 

TN. NO.00-13 Eff. Date 9/18/00 
Supersedes 
TN. NO.99-17 
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(4) 	Payments authorized by this Paragraph shall be made solely 
on the basisof an estimate of costs incurred and payments 
received for Medicaid services for the period for which 
payments are made. The Director 
of the Division of Medical Assistance shall determine the amount 
of the estimated paymentsto be made by analysis of costs incurred and 
payments received for Medicaid services as reported on 
the most recent cost reports filed before the Director's determination is made 
and supplemented by additional financial 
information available to the Director when the 
estimated payments are calculatedifand to the extent 
that the Director concludes the additional financial 
information is reliable and relevant. 

(5) To ensure that estimated payments pursuantto the proceeding Subparagraph 
do not exceed the aggregate upper limitsto such payments established 

- by applicable federal law and regulation (42 C.F.R. 447.272), 
such payments shallbe cost settled within twelve months of receiptof the 
completed and audited Medicare/Medicaid cost reports for the period for 
which payments are made. 
There shallbe a separate aggregate cost settlement pool for qualified public 
hospitals that are owned or operated the State, for qualified public hospitals 
that are owned or operated by an instrumentally or unitof government within a 
State and for hospitals qualified for payment under this Paragraph that are not 
qualified public hospitals. If aggregate paymentsto the hospitals in any of the 
three cost settlement pools exceed the aggregate upper limit for the 
hospitals in that pool, hospitals in that pool that receive 
payments in excessof unreimbursed reasonable cost as definedin this 
Paragraph shall promptly refund their proportionate share of any aggregate 
payments tothe hospitals in that poolin excess of the aggregate upper 
limit of the hospitals in that pool. No additional 
payment shallbe made in connection withthe cost settlement. 

(6 )  The payments authorized under this Paragraph shall be effectivein 
accordance with G.S. 108A-55(c) 

Approval MAY Eff. DateDate 9/18/00TN. NO.00-13 
Supersedes 
TN. NO.99-17 



Attachment 4.1 9-A 
Page 18a 

State Plan Under TitleXIX of the Social Security Act 

Medical Assistance Program 

State:NORTHCAROLINA 


payments for Medical and Remedial Care and Services: Inpatient Hospital 


(k) Additionaldisproportionatesharehospitalpaymentsforthe12monthperiods 
ending September30 (subject tothe availability of funds and to the payment limits specifiedin this 
Paragraph) shall be paid to qualified public hospitals licensed by the State of North Carolina. For 
purposes of this Paragraph, a qualified public hospital is a hospital that: qualifies for 
disproportionate share hospital status under Subparagraphs(a)(l) through (5) of this Plan; does 
not qualify for disproportionate share hospital status under Subparagraph (a)(6) ofthis plan; was 
owned oroperated bya State (or by an instrumentality or a unitof government within a State) 
during the period for which payments underthis paragraph are being ascertained; verified its 
status as a public hospital by certifying state, local, hospital district or authority government control 
on the most recent version of Form HCFA-1514filed with the Health Care Financing 
Administration, U.S. Department of Health and Human Services at least30 days prior to the date 
of any payment underthis Subparagraph thatis still valid asof the dateof any such payment; files 
with the Division at least60 days prior to the date of aof any payment under this paragraph by use 
form prescribedby the Division a certificationof its unreimbursed charges for inpatient and 
outpatient services provided to uninsured patients either during the fiscal year immediately 
preceding the period for which payments under this paragraph are being ascertained or such 
earlier periodas may be determined by the Director;and submits to the Division on or before10 
working days priorto the date of any such payment underthis paragraph by useof a form 
prescribed by the Division certificationof expenditures eligible for FFPas described in 42 C.F.R. 
433.51(b). 

(1) The payments to qualified public hospitals pursuant to this Paragraph for any given 
period shall be based the unreimbursed charges certifiedon and shall not exceed 
to the Divisionby each such hospital by useof a form prescribedby the Division for 
inpatient and outpatient services provided to uninsured patients either for the fiscal 
year immediately preceding the period for which payments under this paragraph 
are being ascertained or for such earlier periodas may be determined by the 
Director, to be converted by the Divisionto unreimbursed cost by multiplying 
unreimbursed charges times the cost-to-charge ratio established by the Division for 
each hospital for the fiscal year during which such charges were incurred. 
Payments authorized by this Paragraph shall be made no more frequently than 
quarterly or less frequently than annually and may cover periods within the fiscal 
year preceding or following the payment date. 

TN.No. 00-13 Eff. Date 9118/00 
Supersedes 
TN. NO.99-17 
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(2) Any payments pursuant to this Paragraph shall be ascertained,paid and cost 

settled after any other disproportionate share hospital payments thatmay have 
been or may be paid by the Division pursuantto this State planfor the same 
fiscal year. 

(3) The payment limitsof the Social SecurityAct, Title XIX, Section 1923(g)(1) 
applied to the payments authorizedby this Paragraph require ona hospital­
specific basis that when such payments are added to other disproportionate 
share hospital payments, the willtotal disproportionate share hospital payments 
not exceed the percentage specified the Social Security Act,Title XIX, 
Section 1923(g)of the total costsof providing inpatient and outpatient services 
to Medicaid and uninsured patients for thefiscal year in which such payments 
are made, lessall payments received for services to Medicaid and uninsured 
patients for that year. The totalof all DSH payments bythe Division may not 
exceed the limits on Disproportionate Share hospital funding as established for 
this State by HCFAin accordance with the provisionsof the Social Security Act, 
Title XIX, Section 1923(f) for the fiscal yearin which such payments are made. 
- 2  

(4) 	To ensure that estimated payments pursuant to this Paragraph do not exceed 
the upper limitsto such payments describedin the preceding Subparagraph 
and established by applicable federal law and regulation, such payments shall 
be cost settled within12 months of receipt of the completed and audited 
Medicare/Medicaid cost report for the fiscal year for which such payments are 
made. The federal portionof any payments in excess of either of the upper 
limits described in Subparagraph (3) will be promptly repaid. Subject to the 
availability of funds, andto the upper limits describedin subparagraph (3), 
additional payments shall the cost settlement process tobe made as part of 
hospitals qualified for payment under this Paragraphin an amount notto 
exceed the hospital-specific upper for each such hospital. 

(5) The payments authorized by this Paragraph shallbe effective in accordance 
with G.S. 108A-55 (c ). 

TN. NO. 00-13 Eff. Date 09/18/00 
Supersedes 
TN. NO.97-07 


